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REPORT  SUMMARY 


The  RTA's  excellent  financial  performance  in  the  Third  Quarter  of  1984  has 
continued--with  exceptions--in  the  Fourth  Quarter.  The  system  continues  to 
perform  better  than,  or  substantially  equal  to,  budgeted  goals  in  every  major 
respect. 

In  the  Third  Quarter,  funding  requirements  for  the  system  as  a  whole  were 
$91.3  million,  or  13.9%  less  than  budget.  For  the  Fourth  Quarter,  funding  re- 
quirements were  $108.2  million,  or  1.3%  below  budget. 

The  region-wide  system-generated  recovery  ratio  for  the  Third  Quarter  was 
55.5%,  compared  with  a  budgeted  target  of  50.2%.  For  the  Fourth  Quarter,  the 
ratio  was  down  to  51.64%,   but  above  the  budgeted  50.4%. 

In  the  Third  Quarter,  RTA  expenses  (administration,  interest  expense,  market- 
ing and  other)  were  $2.3  million,  or  3.9%  below  budget.  In  the  Fourth 
Quarter,  these  expenses  were  $1.0  million,  or  17%  below  budget.  (Please  note 
that  RTA  Transit  Service  Expenses  are  added  to  RTA  Administrative  costs  on  the 
quarterly  report  to  arrive  at  the  Total    Fourth  Quarter  RTA  expenses.) 

For  the  Fourth  Quarter,  CTA  reported  a  slightly  unfavorable  funding  variance 
of  1.25%,  but  was  favorable  to  budget  for  year-to-date  by  9.9%.  CRD  reported 
favorable  financial  results  for  the  Fourth  Quarter.  SBD  was  unfavorable  to 
budget  for  funding  by  2.81%  during  the  Fourth  Quarter,  but  reported  a 
favorable  funding  variance  of  6.89%  for  the  year-to-date. 

Taken  together,  these  results  present  an  encouraging  financial  picture  for  the 
twelve  months  year-to-date  of  1984: 

"  Funding  requirements  for  the  system  as  a  whole  were  $390.9  million, 
which  was  $37.0  million  or     8.6%  below  budget. 

"  The  actual  region-wide  fare  recovery  ratio  was  54.09%,  well  in  excess 
of     the  budgeted     ratio  of  50.71%. 

"  Total  revenues,  including  taxes,  state  grants,  farebox  receipts  and 
all   other,  exceeded  budget  by  $30.1  million,  or  3.4%. 

"  Total  expenses,  including  carrier  expenses,  RTA  administration, 
interest  and  marketing  costs,  were  $25.3  million  or  3.0%  under 
budget. 

This  report  was  compiled  by  the  Budget  Analysis  and  Financial  Reporting  staffs 
of  the  RTA  to  satisfy  Section  4.11  of  the  amended  RTA  Act.  Section  4.11 
requires  each  Service  Board  to  report  its  financial  condition  and  results  of 
operations  of  the  public  transportation  services  subject  to  its  jurisdiction 
to  the  Authority  on  a  quarterly  basis.  The  Board  of  the  RTA  must  then  de- 
termine if  the  unaudited  results  are  substantially  in  accordance  with  the 
Service  Boards'   budget. 


1  - 


The  RTA  compiled  the  Fourth  Quarter  results  based  on  the  reports  submitted  by 
the  three  service  divisions.  Because  purchase  of  service  agreements  and 
financial  assistance  grant  agreements  permit  up  to  60  days  for  financial 
reporting,  the  use  of  reasonable  estimates  are  necessary  and  such  estimates 
are  so  indicated. 

This  report  is  divided  into  two  parts.  The  first  addresses  the  issue  of  the 
quarterly  budget  performance.  Staff  believes  the  financial  results  of  the 
divisions  are  indeed  substantially  in  accordance  with  budget  and  recommends 
the  Board  pass  the  relevant  resolutions.  The  remaining  section  of  the  report 
represents  RTA's  Basic  Financial  Statements  as  of  December  31,  1984,  and  for 
the  twelve  months  ended  December  31,  1984. 
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QUARTERLY  BUDGET  REVIEW 
OVERALL  COMMENTS 


The  data  presented  in  this  Quarterly  Budget  Review  has  been  refined  to  enhance 
its  usefulness  for  comparing  and  evaluating  the  actual  operating  performance 
results  of  particular  individual  months.  This  unaudited  data,  therefore, 
differs  somewhat  from  that  presented  in  the  Basic  Financial  Statements  and 
Statement  of  Appropriations  later  in  this  report.  That  data  is  taken  directly 
from  the  RTA's  general  ledger  accounting  records. 

Internal  accounting  and  budgetary  control  considerations  necessitate  the 
consistent  use  of  timely  cut-off  dates  for  recording  information  into  the 
general  ledger  records  of  particular  months.  This  sometimes  means  that 
operating  results  are  recorded  in  the  general  ledger  records  of  a  month 
subsequent  to  the  month  in  which  the  results  occurred.  The  data  in  this 
Quarterly  Budget  Review  have  been  adjusted  to  offset  the  effects  of  any  such 
cut-off  consequences.  Operating  months  are  uniformly  reported  in  the  months 
in  which  they  occurred.  Differences  in  reported  operating  results  for 
particular  individual  months  reflect  differences  in  the  timing  of  bookkeeping 
procedures  from  one  month  to  another. 

Results  for  the  Fourth  Quarter  are  displayed  graphically  in  Exhibits  1  through 
4  followed  by  budget  reports  for  the  system  and  each  of  the  Service  Boards. 
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FOURTH  QUARTER  BUDGET  REVIEW 
CHICAGO  TRANSIT  AUTHORITY 

Passenger  Revenues  were  favorable  to  the  budget  again  in  the  Fourth  Quarter, 
but  Other  Revenue  was  off  significantly.  The  CTA  had  anticipated  receiving 
all  of  its  Leverage  Leasing  Revenue  ($4  million)  in  December.  In  actuality, 
most  of  this  revenue  was  realized  in  the  first  three  quarters  of  the  year. 

Labor  Expenses  continued  favorable  in  the  Fourth  Quarter.  The  primary  reasons 
for  the  3.9%  favorable  Labor  Expense  variance  are: 

°  The  actual  inflation  rate  used  to  determine  wage  increases  for  CTA 
operating  employees  was  less  than  projected; 

"     Actual  labor  hours  used  continued  to  come  in  at  less  than  budgeted 
hours;  and 

°  Pension  contributions  budgeted  for  December  were  not  made. 


The  above  three  factors  more  than  offset  the  retroactive  pay  increases  granted 
to  CTA  administrative  personnel  in  October. 

Fuel  Costs  were  under  budget  in  the  Fourth  Quarter  by  10%.  This  favorable 
variance  is  attributable  to  lower  than  expected  fuel  prices.  Electric  Power 
costs  exceeded  budget  by  4.8%  in  the  Fourth  Quarter.  The  primary  reasons  for 
this  unfavorable  variance  are  rate  increases  granted  to  Commonwealth  Edison 
and  the  full  operation  of  the  O'Hare  extension. 

All  Other  Expenses  had  an  unfavorable  variance  of  42.2%.  Scheduled  main- 
tenance, much  of  it  deferred,  saw  costs  increase  significantly  in  an  attempt 
to  make-up  the  backlog  of  projects. 

CTA  Expenses  in  general  and  Labor  Costs  in  particular  were  held  down  by  a 
relatively  low  inflation  rate  and  fewer  than  projected  labor  hours.  Revenues 
increased  in  1984  due  to  increased  ridership,  which  was  the  result  of  the 
economic  recovery  and  the  stabilization  of  fares  over  the  last  three  years. 
The  combination  of  reduced  Expenses  and  increased  Revenues  resulted  in  a 
favorable  Deficit  variance  of  $27.2  million  or  10%  for  1984. 

Actual  System  Generated  Revenues  were  slightly  less  than  budgeted  amounts  and 
actual  Expenses  slightly  exceeded  budget  in  the  Fourth  Quarter.  The  resultant 
deficit  comparison  reflects  a  negative  variance  of  1.3%  and  the  actual 
recovery  ratio  of  52.1%  is  0.2%  below  the  budgeted  52.3%  recovery  ratio. 
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FOURTH  QUARTER  1984  BUDGET  REVIEW 
COMMUTER  RAIL  DIVISION 


The  Commuter  Rail  Division's  Fourth  Quarter  Revenues  are  $1.1  million  or  3.7% 
above  budget  and  Expenses  are  $1.3  million  or  2.3%  lower  than  budget.  The 
recovery  ratio  of  57.19%  exceeded  the  budgeted  ratio  of  53.82%  for  the  Fourth 
Quarter.  For  the  Year-To-Date,  the  actual  recovery  ratio  of  57.36%  exceeded 
the  budgeted    ratio  of  55.51%. 

With  the  exception  of  CSS,  all  carriers  reported  favorable  Passenger  Revenue 
variance  for  the  Fourth  Quarter.  The  increase  in  Passenger  Revenue  is  due  to 
the  ridership  increase  resulting  from  the  2/1/84  10%  fare  reduction,  and  the 
continuing  economic  recovery  of  the  region.  The  unfavorable  Revenue  variance 
reported  by  NS  is  influenced  by  the  unfavorable  Other  Revenue  variance  which 
more  than  offset  the  favorable  Passenger  Revenue  variance.  The  NS  unfavorable 
Other  Revenue  variance  is  due  to  a  switching  of  Chicago  Union  Station  (CUS) 
Joint  Facility  Revenue  to  NIRC's  centralized  CUS  Rental    Expenses. 

All  carriers,  except  CSS  and  NIRC,  reported  favorable  Expense  variances  for 
the  Fourth  Quarter.  The  favorable  Expense  variance  is  attributable  to  CNW, 
$1.3  million,  and  ICG,  $.4  million  but  partially  offset  by  NIRC's  unfavorable 
variance  of  $.6  million.  One  of  the  contributing  factors  of  NIRC's  unfavor- 
able Expense  variance  is  the  purchasing  of  computer  software  for  NIRC's 
Information  Services. 

The  higher  than  budgeted  Revenues  and  lower  than  budgeted  Expenses  resulted  in 
a  lower  funding   requirement  of  $2.4  million. 
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FOURTH  QUARTER  1984  BUDGET  REVIEW 
SUBURBAN  BUS  DIVISION 

Total  Revenues  for  the  Suburban  Bus  Division  (SBD)  for  the  Fourth  Quarter  were 
favorable  to  budget  by  $648,305  or  21.1%,  and  favorable  for  the  Year-To-Date 
by  $1,797,295  or  14.17%.  The  major  factors  contributing  to  this  were  route 
restructuring,  service  expansion  and  the  implementation  of  new  service. 

SBD  funded  carriers  in  Aurora,  Elgin,  Joliet,  Harvey,  Waukegan  and  Westtowns 
recorded  highly  favorable  Revenue  variances  for  both  the  Fourth  Quarter  and 
the  Year-To-Date,  contributing  heavily  to  the  positive  Revenue  results. 

Total  Expenses  for  the  Fourth  Quarter  were  unfavorable  to  budget  by  $953,410 
or  6.84%.  This  negative  variance  is  attributable  to  an  insurance  reserve 
adjustment  which  exceeded  budget  projections,  and  the  consumption  of  addi- 
tional fuel  due  to  the  implementation  of  service  expansion  and  new  services. 
However,  Total  Expenses  for  the  Year-To-Date  are  favorable  to  budget  by 
$979,429  or  1.85%. 

The  recovery  ratio  for  the  Fourth  Quarter  is  24.96%,  favorable  to  the  budgeted 
ratio  of  22.02%.  For  the  Year-To-Date,  the  actual  recovery  ratio  of  27.83% 
exceeded  the  budgeted  ratio  of  23.92%  reflecting  the  highly  favorable  Revenue 
variance  and  favorable  Expense  variance  incurred  during  FY84. 
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BASIC  FINANCIAL  STATEMENT  DISCUSSION 


These  financial  statements  are  prepared  on  the  accrual  basis  of  fund 
accounting  and  reflect  the  change  in  the  restructured  Regional  Transportation 
Authority.   There  are  three  separate  funds. 

Enterprise  Fund: 

This  fund  includes  all  general  fixed  assets,  depreciation  expense  and 
other  capital  related  balances  of  the  RTA. 


General  Fund; 


The  General  Fund  includes  all  financial  transactions  that  are  not 
specifically  assigned  to  the  Enterprise  and  Agency  Funds. 

Agency  Fund  -  Sales  Tax 

The  Agency  Fund  records  the  financial  transactions  that  relate  to  the 
receipt  of  Sales  Tax  Revenue  and  the  appropriate  disbursement  to  Service 
Boards  as  stated  in  the  amended  RTA  Act.  Only  Sales  Tax  Revenues 
required  to  be  allocated  to  Service  Boards  by  statutory  formula  are 
included  in  the  Agency  Fund.  Discretionary  Sales  Tax  Revenue  is 
accounted  for  in  the  General  Fund. 

The  following  financial  statements  represent  the  third  draft  of  financial 
statements  for  the  RTA  for  the  period  ending  December  31,  1985. 

BALANCE  SHEET  DISCUSSION 

The  Balance  Sheet  is  the  basic  financial  statement.   It  discloses  the 

financial  position  of  an  entity  at  a  specified  date,  in  conformity  with 

generally  accepted  accounting  principles  by  presenting  its  assets,  lia- 
bilities, and  equity. 

Capital  Grants  Receivable  have  been  reduced  from  $2.9  million  at  September  30, 
1984  to  $1.1  million  at  December  31,  1984.  This  $1.8  million  reduction  in 
receivables  reflects  the  phasing  out  of  capital  transactions  at  RTA. 

The  Fixed  Assets  Section  does  not  reflect  the  anticipated  transfer  of  most 

fixed  assets  and  the  related  accumulated  depreciation  to  the  Commuter  Rail  and 

Suburban  Bus  Divisions.  This  transfer  will  be  reflected  in  the  final  December 
31,  1984  Balance  Sheet  for  the  RTA. 

Accrued  financial  assistance  of  $12.3  million  due  the  CTA  does  not  include 
anything  for  "unrecognized  payables".  The  current  payable  to  the  CTA  is  the 
lowest  in  recent  memory,  and  certainly  the  lowest  in  the  past  five  years. 

Available  for  local  match-capital  grants  of  $20.0  million  is  a  relatively  new 
designation  in  the  Public  Investment  Section  based  on  a  1984  RTA  ordinance. 
This  designation  was  necessary  to  assure  UMTA  that  the  local  match  was 
available  for  capital  grants. 
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STATEMENT  OF  REVENUES  AND  EXPENSES  DISCUSSION 

The  Statement  of  Revenues  and  Expenses  discloses  the  results  of  operations  for 
a  specified  period  in  conformity  with  generally  accepted  accounting 
principles. 

RTA  Sales  Tax  Revenues  in  the  General  and  Agency  Fund  and  the  related  Public 
Transportation  Fund  general  revenues  are  accrued  in  the  month  of  sale.  The 
ultimate  amount  of  sales  tax  proceeds  accruing  to  the  RTA  as  a  result  of  sales 
in  a  particular  month  is  not  known  until  three  months  after  the  month  of  sale. 
The  RTA  must,  therefore,  employ  best  available  estimates  to  accrue  "actual" 
Sales  Tax  Revenues  in  the  month  of  sale.  "Actual"  Sales  Tax  Revenues  reported 
in  RTA  Monthly  Financial  Statements  consist  of  a  best  available  (based  upon  a 
moving  three  month  average)  estimate  for  revenues  expected  to  ultimately  be 
realized  from  current  month  sales.  Adjustments  to  reported  revenues  are  made 
as  actual  results  become  available. 

Purchase  of  Service  Agreements  with  the  CTA,  privately  owned  commuter 
railroads,  and  deficit  reimbursement  to  suburban  bus  carriers  require  those 
carriers  to  report  their  actual  revenues  and  expenses  for  the  month  within  45 
days  of  the  end  of  each  month.  Therefore,  precise  determination  of  actual  RTA 
Financial  Assistance  Expense  for  particular  Service  Boards  is  not  possible 
until  these  reports  are  received  and  must  also  be  estimated. 

Payments  to  transportation  agencies,  except  the  CTA,  have  been  made  by  the 

Rail  Division  and  Bus  Division  since  July  1,  1984.   The  financial  assistance 

to  transportation  agencies  in  the  Enterprise  Fund  are  those  payments  by  the 

RTA  through  June  30,  1984  plus  adjustments  to  actual  received  through  December 
31,  1984. 
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